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SUBJECT: STATUS OF ALCOA NEGOTIATIONS 

REF : SD 3494 

1. ALCOA REP HUGHSON RETURNED PROM QUICK CONSULTATION WITH 
ALCOA HQ AND INPORMED AMBASSADOR THAT CHAIRMAN JOHN HARPER 
IS RELUCTANT TO MOVE TOWARD DEFINITIVE NEGOTIATED SETTLEMENT 
WITH GODR UNTIL TALKS CURRENTLY UNDERWAY IN SURINAM CLARIFY. 
HUGHSON REPORTED THAT HE DID OBTAIN PLEXIBILITY ON TERMS 

OP RETROACTIVITY OP ANY NEW CONTRACT AND THAT ALCOA WAS 
PREPARED TO FINANCE A BAUXITE EXPLORATION STUDY. THE 
STICKING POINT REMAINS THAT OP INCREASED INCOME TO GODR. 

2. AS REPORTED REPTEL, PRESIDENT BALAGUER HAS TAKEN DIRECT 
PERSONAL INTEREST IN ALCOA NEGOTIATIONS. IN ADDITION TO 
DESIRING TO SEE ALCOA'S CALCULATION DEMONSTRATING THAT ITS 
LAST OFPER SIGNIFIED DOUBLING OP GODR INCOME, HUGHSON NOW 
INPORMS THAT PRESIDENT ALSO ASKED HUGHSON TO ASCERTAIN 

HOW MUCH MORE ALCOA PREPARED TO GIVE. ALTER LENGTHY DISCUSSION 
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WITH AMBASSADOR DURING WHICH AMBASSADOR AGREED WITH HUGHSON 
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THAT IT WOULD BE FOLLY TO BE LESS THAN CANDID WITH THE PRESIDENT, 

HUGHSON IS SEEKING APPOINTMENT WITH THE PRESIDENT TO (A) 

PROVIDE HIM WITH DATA DEMONSTRATING DOUBLING OF GODR INCOME; 

(B) INFORM HIM THAT ALCOA PREPARED TO GO BEYOND LATEST 
OFEER BUT IS UNABLE TO BE PRECISE AS TO AMOUNT BECAUSE 
THE SITUATION IS UNCLEAR IN SURINAM AND THAT AT MOST TWO 
MONTHS REQUIRED TO CLARIEY SURINAM TALKS; (C) REQUEST HIS 
PATIENCE AND UNDERSTANDING FOR AN UP TO TWO MONTHS DELAY 
BEEORE DELINEATING ALCOA'S IMPROVED OEFER; AND (D) INFORM 
HIM THAT ALCOA PREPARED TO EXPEND UP TO 1.5 MILLION 
OVER NEXT TWO YEARS IN EXPLORATION FOR POSSIBLE NEW BAUXITE 
RESERVES, UTILIZING A COMBINATION OF ALCOA AND DOMINICAN 
GEOLGOISTS, IF GODR SO DESIRED. 

3. REGARDING FLEXIBILITY IN RETROACTIVITY OF ANY NEW 
CONTRACT, ALCOA'S LAST OEFER INCLUDED A PROVISION THAT 
IRRESPECTIVE OF THE DATE OF SIGNING A NEW AGREEMENT IT 
WOULD BE EEFECTIVE JULY I, 1974. HUGHSON NOW EMPOWERED TO 
MAKE THE EFEECTIVE DATE AS EARLY AS JUANUARY I, 1974, IF 
NECESSARY. HUGHSON THOUGHT IT BEST TO HOLD THIS BAR- 
GAINING CHIP IN RESERVE UNTIL PRESIDENT, WHO IS SHREWD 
BARGAINER, RAISED QUESTION OF RETROACTIVITY. AMBASSADOR 
SUGGESTED TO HUGHSON THAT HE CONSIDER PROPOSING A EORMULA TO 
BALAGUER (SHOULD SUBJECT ARISE) THAT FOR EVERY MONTH ALCOA 
DELAYS IN MAKING A NEW OFFER, THE EFEECTIVE DATE OF THE CONTRACT 

BE ONE MONTH EARLIER, TO DEMONSTRATE ALCOA'S GOOD FAITH IN ARRIVING 
AT AN EARLY CONTRACT. HUGHSON IS PONDERING THAT ONE. 

4. COMMENT; WE ARE NOT CERTAIN THAT JOHN HARPER IS CORRECT 
IN HIS TIMING STRATEGY, ALTHOUGH WE ARE, OF COURSE, IN NO 
POSITION TO SECOND GUESS HIM. IT WOULD SEEM TO US THAT ALCOA 
WOULD BE WELL-ADVISED TO SIGN A NEW CONTRACT HERE LESS THAN THE 
JAMAICAN EORMULA (AS THE GODR SEEMS INCLINED TO DO) BEFORE 

THE MEETING OE BAUXITE PRODUCING COUNTRIES WHICH WE UNDER- 
STAND IS TO OCCUR DURING OCTOBER. EROM OUR VANTAGE POINT, IT 
WOULD APPEAR THAT HAVING A NEW AGREEMENT IN EXISTENCE WITH 
PROVISIONS LESS THAN THE JAMICA FORMULA COULD HELP ALCOA IN 
ITS SURINAM NEGOTIATIONS. FURTHER, THERE IS THE RISK THAT THE 
BAUXITE PRODUCERS' MEETING MAY RESULT IN A SOLID FRONT SUPPORTING 
THE JAMAICAN EORMULA, AN OUTCOME THAT WOULD PREJUDICE NEGO- 
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TIONS HERE AND WE PRESUME IN SURINAM AS WELL. WE UNDER- 
STAND FROM HUGHSON THAT HARPER'S POSITION IS THAT TO REACH 
AGREEMENT IN THE DOMREP NOW ON FAIRLY LIBERAL TERMS WOULD 
PREJUDICE NEOGITATIONS IN SURINAM FOR IT WOULD ALLOW SURINAM 
TO CLAIM EVEN MORE AS A LARGER PRODUCER THAN THE DOMREP. OUR 
UNDERSTANDING IS, HOWEVER, THAT ALCOA HAS ARGUED IN THE DOMINICAN 
CASE VS. JAMAICA THAT EACH COUNTRY SHOULD ARRIVE AT AN AGREE- 
MENT BASED UPON THE INTRINSIC MERITS OF THE RESPECTIVE CASES. 
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WE CONTINUE TO FIND THIS LAST THE MORE PERSUASIVE ARGUMENT 
AND WOULD THINK THAT IT COULD BE APPLIED WITH EQUAL FORCE IN 
SURINAM. IN SHORT, THE ADVANTAGES OF MOVING BRISKLY AHEAD 
HERE WOULD FOR THE REASONS STATED ABOVE SEEM TO OUTWEIGH 
THE DISADVANTAGES. 

5. RECOMMENDATION: THE DEPT MAY WISH TO CONSIDER DISCUSSING 
OUR VIEWS WITH HARPER. 

HURWITCH 
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